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TITLE: 
Update on the Development of the Proposed Comprehensive 
Affordable Housing Policy  

 

SUPPORTING BACKGROUND: 
In the fall of 2005, a staff team started meeting periodically to discuss 
affordable housing issues in the City of Gaithersburg. On November 21, 
we held a work session to begin formally discussing this issue with the 
Mayor and City Council.  During the course of the work session, staff 
provided quite a bit of baseline data that included a summary of 
affordable housing programs in Montgomery County, a map showing the 
distribution of affordable rental housing in the County and the City, and a 
map showing the distribution of affordable ownership housing in the City.  
 
On March 6, 2006, staff gave a presentation to the Mayor and City 
Council further refining issues associated with affordable housing in 
Gaithersburg, and the Mayor and City Council asked staff to develop a 
proposed comprehensive affordable housing policy.  For your review, we 
have enclosed the background material from both the November 21, 
2005 work session and the March 6, 2006 presentation.   
 
Since the March 6, 2006 Mayor and Council meeting, staff has held a 
number of meetings with County housing officials, representatives from 
the Housing Opportunities Commission, developers, nonprofit 
organizations, and housing activists.  Staff has also sat in on meetings 
County officials held with developers to better understand how the 
County’s process functions. 
 
As the Mayor and City Council may have noticed, the developer of every 
residential proposal seeking approval by the Mayor and City Council 
since we began discussing affordable housing has voluntarily proffered 
an affordable housing component. This has led staff to conclude that the 
City would be better served by a comprehensive affordable housing 
policy that outlines broad goals rather than simply passing narrow 
legislation mandating a particular baseline requirement. 
 
 
 
See continuation page 
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Based on our meetings with various individuals and organizations, staff believes that the Mayor 
and City Council should consider adopting an affordable housing policy that establishes the goal 
of requiring that each new residential development and each redevelopment project address 
affordable housing in a meaningful way tailored to the specifics of the project under general 
guidelines.  In addition, staff recommends that the City’s affordable housing policy not simply be 
a requirement that developers set aside a portion of new construction as either MPDUs or Work 
Force housing units; however, developers set asides would be an integral part of our policy.   
 
At this point, staff is recommending that the Council consider adopting the five programs 
outlined below.  Please note that some programs have been fleshed out more than others, but staff 
believes they all have merit.  
 
Program I:  Developer Set Aside of MPDUs and Work Force Housing Units 
 
Staff recommends that the City’s housing policy require that developers set aside 12.5 percent of 
all new dwelling units as affordable housing.  While the percentages may vary due to factors such 
as location and other components of the development negotiation, the general goal is to offer half 
of the affordable units as MPDUs and half as workforce housing in each project.   
 
Key components of program:  
 
1) To be administered by City of Gaithersburg; 
2) 20-year control period, with resets only within the first ten years; 
3) Program available to first-time homebuyers only; 
3) Required in any new construction or major renovations with more than 10 units of single 
family, condominium structures, and townhouse units;  
4) Equity to increase at CPI for first ten years for original owner; beginning with year 11 equity to 
increase at market rate;   
5) Purchasers selected by a lottery for each project that generates ten or more affordable housing 
units. A waiting list will be developed for resales and projects under ten units.  Twenty-five 
percent of all affordable housing units will be set aside for income qualified individuals who are 
City employees, public safety workers (federal, state, or local law enforcement, EMTs, fire 
fighters, having some jurisdiction in Gaithersburg, or teachers at County schools).  The remaining 
affordable units will be made available to individuals that have worked or rented in the City of 
Gaithersburg for the previous year; 
6) If units are not expected to be reasonably affordable due to condominium fees, the City may 
accept a contribution to the Gaithersburg Housing Initiatives Fund (HIF) at the same level as 
would be required by Montgomery County; and  
7) Developers will be required to incorporate sustainable design (green building components) into 
the construction of MPDU and Workforce housing units to minimize utility costs. 
 
Program II: Creation of Affordable Housing in Existing Neighborhoods. 
 
1) The Gaithersburg HIF will be used to work with a nonprofit organization to purchase and 
renovate existing homes in various neighborhoods. Once renovations are complete, these units  
will be made available as MPDUs and workforce housing via lottery drawing with same 25 
percent public employee set aside outlined above. 
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Program III: Rehab and Conversion of Low-Income Apartments to Ownership Units Affordable 
to MPDU-eligible households (conceptual) 
 
Partnering with the County and State, the City could offer incentives to a developer to purchase 
existing apartments and convert them to MPDU-equivalent for-purchase units.    Incentives could 
include low-interest-financing from CDA or County Housing Initiative Funds.  Other incentives 
could include expediting the planning and permitting process and offering fee waivers from the 
City. 
 
Depending upon level of public subsidy, control period for these units would be negotiated.   
 
Program IV: Redevelopment of Existing Housing  (For Future Redevelopment Projects, i.e., those 
not currently under negotiation).   
 
The developer should be required to pay an amount equal to 3 ½ months rent as a relocation 
payment.  Additionally, those tenants who are displaced by the redevelopment will have first 
priority for the affordable units created at the project via Program #1 above.  In some cases, it is 
likely that it would be desirable to have a larger percentage of MPDUs than workforce housing 
units on a redevelopment project. Additionally, the permit revenues generated by the 
redevelopment could be added as a restricted account in the Gaithersburg HIF and displaced 
tenants, by lottery, could receive a subsidy as outlined in Program II above to purchase MPDUs 
or workforce housing units in existing neighborhoods.   
 
Program V: Other Public Private Funding Rental Opportunities 
 
The City could identify apartment complexes that we want to remain affordable, and work with 
HOC and DHCA to finance major renovations or refinance the mortgage in exchange for a 
contractual obligation to maintain rents at affordable rents.  Pursuant to Chapter 53A of the 
County code (applies in Gaithersburg via Section 2-6), Montgomery County and HOC have the 
right of first refusal for all sales of apartment complexes.  Historically, we have asked the County 
to approve all transfers.  A new approach would be to coordinate a meeting between the City, the 
County, and the proposed purchaser to discuss affordability issues associated with the sale.  These 
discussions could result in an outcome varying from an agreement to limit rent increases to  
public-private partnerships to provide for renovations and affordability. 
 
 
 
 
 


















































